CHAPTER 12

MONITORING
I. INTRODUCTION
To fulfill its program management responsibilities, the Department will monitor your grant activities during the term of your contract to ensure you have expended CDBG funds only for the specified purposes, have met federal and state overlay and reporting requirements and have performed the terms of your CDBG contract.  Except for planning and technical assistance grants, this monitoring usually involves an on-site review of your grant records and a visit to the activity site(s), as well as routine review of your reports.

II. GRANTEE RESPONSIBILITIES
You are responsible for carrying out all the terms of your contract, and for maintaining records of your CDBG program activities and making them available to the Department for monitoring purposes.  (See Chapter 7, Accounting and Recordkeeping, for guidance on organizing your records.)  You are also responsible for resolving any monitoring findings (i.e., findings of non-performance or non-compliance with applicable requirements) in a timely manner.

To assist the grantee in preparing for the monitoring visit, this chapter will discuss what the Department staff will be monitoring to measure compliance with various requirements.

III. COMMON PROBLEMS
· Disorganized or missing records.
· Failure to respond to monitoring findings in a timely manner.
IV. DEPARTMENT'S ROLE
A. General Information:
The Department is responsible for carrying out the State CDBG program for small cities and counties on behalf of HUD.  The Department must ensure that the CDBG funds are spent in a timely manner for the purposes for which they were made available, that CDBG-funded activities are carried out in accordance with applicable laws and regulations, and to guard against fraud, waste or mismanagement of funds. The Department must also determine, based on its monitoring reviews, whether grantees have the capacity to carry out future CDBG-funded activities.

To this end, the CDBG staff reviews your required reports (see Chapter 10, Reporting), and usually visits your office and the project site(s) to review the activities accomplished and all of your program records.  For the field reviews, staff uses a series of checklists to review your compliance with the contract and other program requirements (see Section VI, Supporting Materials, of this chapter).

After a site review (or in-house review of a planning and technical assistance grant), staff will send you a letter documenting the results of the monitoring and identifying any findings of non-performance or non-compliance with program requirements, and include required and suggested actions to resolve the findings.  Staff also provides technical assistance to you and will work with you to resolve any monitoring findings.

B. Overview of the Monitoring Process:
There are six basic steps to any monitoring visit:

1. Notification letter:  CDBG begins the monitoring process by calling grantees to explain the purpose of the visit and to agree upon dates for the visit.  
A formal notification letter will follow prior to the planned visit and will include: 

· Confirmation of the dates for the review.
· Scope of the monitoring.
· Information needed for review during the visit.
· Staff persons needed for interviews or assistance during the review.
2. Entrance conference:  Entrance conference is held at the beginning of monitoring visit, usually with the executive director or other top official of the organization, to make sure the grantee has a clear understanding of the purpose, scope and schedule for the monitoring.

3. Documentation and data gathering and analysis:  CDBG staff will keep a record of information reviewed and conversations held with the grantee during the monitoring visit.  The information reviewed and obtained will serve as the basis for conclusions drawn from the visit.

4. Exit conference:  At the end of the monitoring visit, CDBG staff will meet again with key representatives of the grantee to:

· Present preliminary results of the monitoring.
· Provide an opportunity for the grantee to correct any misconceptions or misunderstandings.
· Secure additional information, if needed.
· If applicable, provide an opportunity for the grantee to report on steps the organization may already be taking to address areas of noncompliance or nonperformance.
5. Follow-up letter:  At the end of the process, CDBG will provide the grantee with formal written notification of the results of the monitoring review.  This letter will point out problem areas, and recognize successes.  In addition, the monitoring letter creates a permanent written record of what was found during the review.  The letter will outline concerns and findings and provide a deadline for written response and corrective actions.

6. Response to monitoring findings:  If the follow-up letter identified any concerns or monitoring findings, the grantee must provide the CDBG Program with a written response within 30 days of the date of the letter.  (If additional time is needed, a request for an extension must be submitted to the CDBG Program.)

V. REFERENCES
24 CFR 570.501(b) and 24 CFR 85.40(a) as modified by 570.502(a)(14) 24 CFR 570.492 requires the State to monitor grantees' program activities to ensure program compliance.
VI. SUPPORTING MATERIALS
Monitoring Checklist (Summary)
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Monitoring Checklists:
1. General Compliance
12-6
2. Environmental Review
12-27
3. Procurement
12-38
4. Housing Rehabilitation
12-48
5. Housing Acquisition Program
12-58
6. Housing Relocation
12-64
7. Lead-Based Paint
12-78
8. Labor Standards
12-84
9. Program Income
12-100
10. Economic Development
12-126
11. Business Relocation
12-144
12. Real Property Acquisition
12-151
13. Planning and Technical Assistance
12-156
14. Financial Management
12-159
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